Abstract-Since the exchange rate reform of China, except for a short-term price fall, the real estate price rose rapidly and reached a record height. This paper chose the monthy data of exchange rate and real estate price from July 2005 to December 2012, and conducts an empirical analysis on the correlation effect of the exchange rate and real estate price by using economic theory, combined with the econometric model. The result showed that there is a positive relationship between them. Now, controlling the foreign capital to enter China due to the RMB appreciation has positive impact on maintaining the stability of China's real estate prices.
I. INTRODUCTION
Since July 21, 2005, we began to implement a new managed floating exchange rate regime which based on the market supply and demand with reference to a basket of currencies. Then the RMB exchange rate became more flexible. Since then, the exchange rate of the RMB against the U.S. got rid of the long-term hovering at 8.27 , started the journey of continuous appreciation. Up to December 2012, the central parity rate of the RMB against the U.S. dollar came to 6.285, had risen by 28.91% compared with the beginning of the exchange rate reform.
The appreciation of the RMB increased the expected rate of return on investment assets denominated in RMB, the fame and fortune of the capital to make a lot of hot money flow into China to obtain excess returns. Real estate which has high returns won the favor of international capital for its dual properties as consumer goods and investment goods. With the growing internationalization of the real estate investment behavior, the relationship between housing prices and the exchange rate is bound to be more closely. So , expandding mathematical analysis and empirical test has great significance to this case.
II. THEORETICAL HYPOTHESES
The new open economy Macroeconomicss believes that capital market and foreign exchange market have Interactive relationship. External shocks will lead to changes in asset prices conduction through the foreign exchange market.
Generally speaking,
The appreciation of the RMB affect housing price mainly through the wealth effect, liquidity effect, the expected effect,
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Hypothesis 1: RMB appreciation will cause real estate price increases.
In the case of global excess liquidity and the U.S. dollar continued low interest rates, based on hypothesis I, increasing housing prices may further attract international speculative capital inflow. In our current management system of exchange rate, international speculative attracted by the high prices further exacerbated by the balance of supply and demand in the foreign exchange market in China, increase the pressure on RMB appreciation. processed to avoid data volatility, which is conducive to eliminate the heteroskedasticity phenomenon exists in time series. In addition, we took the processing of a fixed base ring data on housing sales price index. In this paper, the metering software used is Eviews6.0.
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B.Cointegration Test
The test involves only two variables, so we apply Eangle
Granger two-step test method. What needs to be emphasized is that in the case of only two variables, EG two-step method is only applicable to the same order integration. While from the above LnER and LnHP the ADF test, we know, LnER and LnHP are 1(2), meet the condition that two variables must be in the same order.
First, build the Regression model, use the the method of least squares to estimate long-run equilibrium relationship. Granger reason is 0.005, far less than 0.05, indicating that prices rise really driven by the rise in the exchnge rate, and this kinds of effects are more pronounced than the impact of exchange rates on prices. Two-way causal relationship exists between LnER and LnHP. . 008 . 008 
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-001 For the dynamic response of a unit of standard deviation from the endogenous variables impact: LnER and LnHP have a significant reaction to the impact from theirselves in the current period. Overall, exchange rates and house prices have a negative reaction from the other incremental impact, which prove that there is a long-term interaction mechanism between them.
V.
CONCLUSIONS AND REFLECTIONS
Drawn through the empirical analysis, and after the exchange rate reform, China's real estate prices and RMB nominal exchange rate have a long-term stable cointegration relationship, which is a positive correlation. The expected appreciation of RMB promoted the rise of real estate prices, and the continuous rise of domestic housing prices attracted global speculative capital to chase for which accelerated the momentum of rising house prices.
The exchange rate is the external price of the national currency, and the real estate industry has become a pillar industry in our country. In the context of globalization, it is necessary to ensure the independence of monetary policy, but also to prevent the international hot money speculation in China's real estate market. In a long run, the most central conduction mechanism between the appreciation of RMB and real estate prices is the foreign exchange regime.
Therefore we should continue to improve the exchange rate regime reform gradually, and make it toward equilibrium.
thereby establish a flexible exchange rate system.
